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Dr.R.C: Tyagi 


Siigar . policy' is blti ' instrument . by' ^hich'^ *30 vernirient 
control,': ail the activities of the sugar in'dust-ryy 
considering siisgar as an essential .item of' the .iiiass. 
consumpt ion . Govsrninent fiKSS cane price for the 
sugar -millsr to protect' the ' interest ,- of; cane 
gro%siers. and-' control the prices of sugar ■ to protect: 
the , inter est of consuirsersn But the crisis" of /-this 
.industry elongated .■fFiors duri'ng last f e%^ . decades . 

This article argues'that the sugar policy should 
cover ' not only the interest of cane growers and 
sugar consumers, it' should_ also cover the 'interest 
of' sugar industry, keeping"' in. mind' that sugar 
industry is a national asset , which exploit cash- 
crop and added value i,n it«-' So sugar policy .should; 
be framed in such a mannery that it .should , cover 
■the interest of cane growers y .sugar consumers ; and 
sugar ' : mi 1 Is in . a h&il anced way. " Every ^ .' opportunity 
to increase the production .and product ivity-' . within/ 
the country should be given ■. higher priority in the' 
sugar '' policy a'od ■ iiriport'. ' of. sugar - . should - . .' be; 
discouraged* 


^ Government ; : sugar ': '.policie.s''''^ ' ; ,■ a ; tang'le 

c on t r ad i' c t i OFf's .: in our ,c o un try *■ ' 'Like; " o t h e r .farm ; in t e r vent ion, 
policies^, sugar .-policies ''hav'e'.'s'quandered farmers -' aS' well' - as 


indust 


■ Th e'.. q o V e rnment : ' i'n t e r v en t i o 11 ■ 


dlls '.sector . has 


been . pervading , 'both ^ ■ in ' the ' demand an — supply'.; ' side.* ■■: ■ The 
-Central ' .Goverriment. , fixes the. support ..price ' of ■ sugarcane 
every , -year -The state. . government ' usual ly ' ref i x this support 
price fay '''ifiaking' further ■ enhancefrmt 'on the .'piea, of- . providing 
rem-unerative . price of '. sugarcane growers* The -' sugar mills 


ars' .7 or ce.ci 


to. purchase suqarcane o'n "this price* Because of 




this hiqh price of sugarcane fixed fay the governmefat. 


provid 


dss comparative advantage to farmers in sugarc* 


cultivation. As a result, the production of sugarcane has 
increased enormously by accrage shift. On the other hand, 
government imposes restrictions on demand side, i.e. mills 
fay way of licensing controls of new mills, crushing capacj-ty 


expansion, technology use and imposii 
produced. ' ■ 


le'vv on the sugar 


The combined impact of supply and demand, interventions 
result into more lasses than gains and plunge the industry 
into crisis. On account of state policies, the farmers were 
bound to burn sugarcane intheir fields since last 
years. Crores of rupees remained unpaid to the farmers. 

This is a big national loss and industry is surrounding with 
the problems. In recent past India produced about E20 
million tonnes of sugarcane, while country had crushing 

capcity of 110 million tonnes of sugarcane through sugar 
mills. About 26.4 million tonnes of sugarcane was used as 
seed and chewing, etc. S3. 6 million tonnes of sugarcane was 
used in making khandsari and gur, which produced 5.02 
million tonnes of sugar (6 per cent recovery in terms of 

sugar). For each 100 tonnes of sugarcane used for khandsari 

and gur, country suffers a loss of 3.5 tonnes of sugar. 
This 3.5 tonnes of sugar per 100 tonnes of sugarcane is 
actually burnt along with bagasses to convert sugarcane into 


iugar or for other purposes, 





Considering the importance of the consumer price inde 


governinent take steps to protct the urban consumers^ who 


government's dual pricing policy doesn't fully serve its 


Consumers are 


the monthly basis from the fair price shops as they get a 


ouy s 


interested to sell their product (a part) at a zero per cent 


from.- a 


government is going on 


country even 


faulty import sugar policy. In this year central government 


custom duty 


coun tries 


imported sugar ranges from 36 to 300 per cent. So India has 


month of Jan, 1999, the custom duty increased 20 per cent 


4 



cent, on the recommendatiori of Food 


fRQntns in 


from the low cost 


industry 


much oovernment intervention' . and over political 


of the total area under sugarcane in the country and about 


sugarcane'^ p 


of the countrv. Although, U-P* is producing such 


even then, the share of 


production is very less. Maximum . wastage of the raw 


Government 


IS 
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inanxmise 


government 


technology restriction 


industry viable and sugarcane cultivation sustainable 


examine t 


inormation mainly. In addition^ discussions were held with 


the managing authorities of Dhampur Sugar Hill (Private 


Sector! and Chandpur Sugar Hill (Government owned) both in 


officials of the Cane Commissioner's Office^ Lucknow 


commodities 
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Commission in its earlier reports on policy for sugarcane 
had observed that the fiKation of Statutory Minimum Price 
CSMPS at a level lower than that recommended by the 
Commission not only adversely affected the supply of 
sugarcane .but also resulted in escalating demand for sugar. 

The CACP in its report had advised against the fixation of 
State Advised Prices (SAP) and had stated that the state 
government should not increase the level of State Advised 
Price any further and gradually the system of State Advised 
Price be done away with- The suggestion of the Commission 
however has not found favour with the State Governments so^^^^^^ ’ 

far. In many states? the State Advised Price were fixed at 
levels in conformity with price trends with other coiripeting v 

crops. In this way Central Government fixes' the': sugarcano^/;;^stM^?:-■V■■! 

price for a sugar: season ^Qn t'he advice/ ■ of XACP. -^ -^^Stata::"*:;;:^^^ 

' • . ' ' ' /■'/' ■■'/' 

Government also declare the sugaroane ' price ;:f or ;, / the ::. :s^t6e S|f||lr:|S| 

season’ which were 'always 'higher ..'Side ? //beoause; of: :/;the;::'i:Two-’:-^^ 
main factors. One is the price trends with other competing 
crop and other is obviously political. * 

Another interesting feature of this industry relating 
to the cane price (which emerges from the Table 1) is that? 
most of the time sugar factories pay higher than the State 
Advised Prices to the cane growers to attract them in the 
competition with khandsari units? particularly in U.P.? 
where khandsari units are highest in number as compared to 
other states in the country (See Table 1). 


4 , 



Pri.ce Fixed 
by ■Central':.' 
Go’yferniTieiit 


Carte CaiBHiissiener Office 


The Government announced the statutory minimum price of 


CACP recommended price 


recoiiimendeci an upward 


smiriifiium 



to recoifiiTse' 


coifsniociit ies 


The Go'verpiiient revised the Statutory 


qovsmiiiieii t 


Governirien 


fTiinilTlUfll 


inimuiTi 


Government 


qoverniBeri t 


Gove rniiient 
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hat the Stats Governmertt had no 


state advised prices "for the cane under 


Governntent fixi 


court directed the Central Government to constitute a High 


Powered Committee to st 


Sugarcane production is increasing in a fluctuating 


manner since 


important factor 


which influences to 


the Government. If the prices are favourable to the farmers 


months 


burden 


crusning, in 


are bound to burn their sugarcane crop to 


farmers take interest in another comparative cadh crops 










This result low ceine acreage and makes sugarcane supply to 
the sugar industry in a fluctuating asanner. 

Sugarcane has a great significance for the sugar 
industry, as it accounts 70 pr cent of‘ the cost of sugar 
production.'^ Both the conditions of short and surplus 
supply of sugarcane to the sugar industry do not serve the 
puroQse of the industry properly and leads ultimately to the 


losses , 


It is necessary for sugar industry to get sugarcane 


supply smoothly and regularly. Government should be very 
careful at the time of price fiKation of this crop because 
price policy impacts directly on the crop as well as 
industry. There should not be any pQxi!*ical interference at« 
the time of fiKaton of State advised cane price. 


GOVERNMENT POLICY FOR SUGAR 


Sugar industry in India is said to be *the child of 
action*. This is for the obvious reason that before 


protection' 


1931, when it was granted protection, the position of this 
industry was not satisfactory. The Statiitory Controj. on 
sugar was first imposed in April 1942, under the Sugar and 
Sugar Products Control Order, 1943. The Sugar Controller to 
the Government of India regulated production, distribution 
and prices of sugar. Since then, this industry is working 
under the effective control of the government, such as 
licence for the establishment of the new sugar mill and for 
the BKtension of the old mills, minimum statutory prices of 



the State Governments 


held responsible for the slow growth in 


ontinue to be licensed for a minimum 


(TCD) 


tonnes cane 


maKimum 


wouio 


modern technology and development 


the potential for the development of 


rative cannot be transferred to any other 




into account the changes in the busines 


suoar industry r^ay be relaxed "frciiii 


rrsinient is very re rUc 


coun try y 


tne 


froiri the factory to 


basis and import sugar poiicy 


lie distr ibiit ion systeiB 


rougn 


a J^ortion of their output 


win a 


Government 


riteresting yea 


to decontrol sugar' with effect 


the Governifient also withdrew toe 


Simultaneously 



of suqar was adopted by the Government 


balance the sugar economy. me ettec,. ux 
sugar was proved good enoughs as production 

i“arrv over ' s'to ck'S ' ■ ■ 


release of sugar 


cut throat competition among tne ta 
res crashed, through out the couni^ry 


iineconomx c 


cont inuous 


c i r c urns tan c e s 


payments 


rimenix 


However , 


Governmen 


voluntary 


monthly 



Government never fully decon 


However 


1990-91 and 40! 60 in 


uqar situation is not sound in 


hand, country is 


5 economy 


e 0:11 i retire n't 


he developn^en 


are importing sugar 
and productivity? 


may pe 




one 


'siigaC', ■' poii'cy 
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but 'One, ■ of the fiiajor reason - is ' Gov-erninerit 
which needs a positive chantge. ' 



GOVERMilEfjT POLICY FDR ' KHANDS,ftRl - ^ 

Khandsari units are having the great advantage of 
taxation from Government sidey either they are almost free 
from taxes or are paying very nominal tax as compared to big 
sugar mills. A nominal excise duty at the rate of 50 paise 
per quintal was levied on Khandsari with effect from March 
1, 1932 r but same was withdrawn from Julyi 1952. Khandsari 

sugar was thus, free from payment of any excise duty on 
crystal sugar from Rs.11.06 to Rs.22. 15 per quintal on May 
6, 1953, the parity in taxation that existed between crystal 
sugar on the one hand and khandsari on the other was 
completely lost. This was the beginning of the clash 
between sugar mills and khandsari units. Khandsari was 
having a very great advantage for attracting cane from 
factory areas by paying higher cane prices^ specially in the 
year of cane shortage* . , 

Aqain after a long interval of time Government realizes 
to impose some excise duty on khandsari sector. An excise 
duty at the rate of Rs.5.i>0 per quintal was levied in tue 
budget for 1959-60, presented by the Union Finance Minister, 
besides an additional excise duty of Rs.3.31 in replacement 
of sales tax. This excise duty was not fair for those 



khandsari units 


where not using sulphitation 


and making 
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= . ot sugar. It was again a descr iroinating 

policy of taxation by the Goveriiinent within the khandsari 


However 


of siil ph i tat i on I , and (ii) khandsari sugar produced without 

the aid of sulphitation. From Hatch 1970., the tariff rate 


i sugar was 15 


khandsari in U.P. were required to pay purchase tax on cane 


Government of U.P 


Government 


quantity produced in each month thereafter till September 


the stocks as on July 31, 1998 together with those produced 
after July 31 and upto September 30, 1938 latest fay October 
31, 1983 in the manner that not less than 40 per cent of the 


i. 

I 
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opening stacks as on July 31^ 1988, during the irionth of 
August 1988 and not less than 40 per cfnt of the opening 
stocks as on the September 1, 1988, during the month of 
September, 1988- A siiniiar notification was issued during 
1989—90 and 1990—91 season as well> So far as gur is 
concerned it is completely exempted from any taxation. In 
few states it is subject to very nominal rate of sales tax. 

The Uttar Pradesh Government announced the new 
khandsari policy on November 11, 1998. According to this 
khandsari policy, the binding areas of th sugar mills have 
been reduced f rom 20 sq.km, to 15 sq.km, and power crushers 
could be set up outside the 15 sq.km, areas of sugar mills. 
Old khandsari units could be extended and renovated. If the 
owners feel they could even get their units transferred from 
one village to another,.^ No doubt, all this strengthen and 
facilitated to the khandsari units but the consequences of 
this discriminating policy among khandsari unit and sugar 
mills, falls adverse effect on the sugar mills. ihe gur and 
khandsari being free from control, oecause the haroer 
contestants for the cane supply. In the year of surplus 
cane supply, the position of sugar mills becomes a bit odd, 
because they are compelled both by Government and farmers to 
prolong their crushing season, often during the summer heat. 
With the result that the, recovery falls down to the minimum, 
putting sugar mills into a loss. 


The problem of sugar mills is aggravated more during 

. I ' ■ *. : , - ™ T i. .. T K c: caua -c n.n _ ■ %, |l 0 


the season 


of 


short cane supply 


In such 


season , 
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Su 9 #f «-c!irie Us«tl fof (000 TQnftii%) 


Production 
of Sugar- 
cane 

{QSO tons) 


SeedyFeed Gur and i-fouuction 
Clie^^ing Khatiuiafi of White 
etc. Sugar 


1S3007 


103002 


Provisional 


Source 
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i 


produc«r« of kh#-n4iar-i ueualXy pay higher prices to cane 
growers and thus cane is diverted to khandsari units from 
sugar mills. It is interesting to note that whenever the 
'percentage use of sugarcane increased in sugar millsr the 
percentage use of cane in khandsari and gur decreases and 
during the year when cane crop was poor and lesser supply to 
sugar mills, the percentage use of sugar cane increased in 
khandsari and gur. Such percentage use of sugarcane in Gur 
and Khandsari units was 48.8 per cent in the year of normal 
crop season 1978-79 and 39.4 per cent was in sugar mills but 
it was as high as 58.0 per cent utilisation of cane in Gur 
and Khandsari units and decreases use of cane in mills to 
30.3 per cent in the year low crop season 1979—80 CTabie S) . 
This is because of Government policy which have a complete 
control on sugar mills but very minimum in case of Gur and 
Khandsari units. 

Another interesting feature relating to the khandsari 
units is* that, despite the fact, the total number of 
khandsari units showing a declining trend but the total 
guantum of cane cfushed has increased over the years. 
Between 1975-76 and 1998-97, the number of khandsari units 
were redued to less than half, but the total quantity of 
cane crushed increased more than double and producTion of 
khandsari sugar has increased about three times more (Table 
3). This is possibly so because despite the problem of 


khandsari sector, those who have survived are more efficient 
units. They have increased their crushing capacity oy 








Table 3 


Khancisari 
Production 
CLakh atl) 


Cane 
Crushed 
4Lakh ' 
Qtl,} 


Working 

Units 


4077 


1981-82 


1874 


1479 


1991-92 


Lucknow 


Cotnmissioner s 


Vacuum 
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In the miKed economy of the country ell the three 


Sugar industry is working under a 


reached upto the alarming stage. So it is necessary that 
the Central and State Governments should tackle the alarming 


situation of the industry, particularly in U.P 


highest number of sugar mills and khandsari 
located- Government should adopt a national and 
sugar policy, so as to save it from further de 
anv bias or discriminat ion resulting 


harmony 


method 


ation growth, urbaniation 


income 


Government 



permit e 


would render the 


econoroi c and 


of i^peedier implementation bv 


Government 


entire quota of monthly sugar 


should be at least around 40 oer cent 




and are knocking for the Vacuum Pan 


Government should 


Gove rnment 


Efforts be 


consiiiBers are 


ugar crops for moriths and sofrtet imss for 



outdo frorfi it^s xrisisy which is iiiain 





sugar scenario is anything cut bright 


To improve the sugar 


is necessary for the government 


term sugar policy^ which invites the 


Government should permit to 


increase their 


hould also 


to install VPS technology in OPS units 


ce should be fixed without 


Doliticai interference. Government should make a 


t loans to the sick units 


is still continuing since 1990'-91. This dual 


their entire sugar in the free' market 


monthly sugar from the mills must be under the control of 


Government should discourage the import of 


rate of custom duty on the imported 


sugar by imposing higl 


for installation of new 


more 
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